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Abstract 
This study examined the effect that venture creation action has on the outcomes of 
nascent entrepreneurship. A theoretical model was developed which proposes action as a 
fundamental mechanism in venture creation. Thus, action should rightly be considered as 
a means rather than an end in itself. In this respect, action transmits the effects of venture 
resource endowments on to venture creation outcomes. This conceptual model was 
empirically supported in a random sample of nascent ventures. Ventures with higher 
levels of human or social capital tend to be more active in venture creation. In turn, more 
active venture attempts are more likely to achieve improved results. 
Introduction 
This study highlights the important intermediate role that action plays in nascent venture 
creation by examining its antecedents and consequences. In doing so it takes a 
behavioural perspective arguing that it is not only what a nascent venture is, but what it 
does (Katz & Gartner, 1988; Shane & Delmar, 2004; Reynolds, 2007) that is important. 
Much prior research has focused on the nature of venture creation attempts and attributed 
variations in outcomes directly to the impact resource endowments have. While there is 
little doubt that venture resource attributes such as human capital (HC), and access to 
social capital (SC) will have an influence (Davidsson & Honig, 2003). Models where 
these various factors are expected to have independent impacts on outcomes are 
theoretically unsatisfactory, as these factors can have no influence without action. 
Resource attributes remain inanimate if not for the actions of the nascent venture. 
The theoretical model which posits gestation action as the medium through which venture 
emergence is transmitted remains largely untested in the extant literature. Some research 
in nascent entrepreneurship conceptualizes action accumulation as an end in itself 
(Samuelsson & Davidsson, 2009), or as proxy for more trivial outcomes such as venture 
persistence. To understand venutre creation more fully it is insufficent to merely describe 
the actions taken, or how long it is worked on. Ultimately, action in the venture creation 
process is directed towards the conclusion of the venture creation attempt via consistent 
engagement in the market. Though, not all venture attempts are alike, it is expected there 
would be variation in the amount of action taken, and in turn the amount of action 
required to conclude the process. I suggest that it is this variation in the intervening 
process which attenuates the effect of resource endowments, and has resulted in mixed 
findings in previous research. Thus, a more complete conceptual model for venture 
creation must take venture creation action into account as mediator in order to better 
explain market outcomes. 
Further, this study makes a contribution by empirically testing this mediation model for 
venture creation action. The paper proceeds as follows: Firstly, action is explored as the 
mediating mechanism in a model of nascent venture creation. Secondly, HC and SC are 
introduced as facilitators of venture creation action. Thirdly, a method is detailed that 
tests the conceptual model, and the series of associated hypotheses. Finally a number of 
theoretical and practical implications are drawn from the findings of this study. 
The case for venture creation action 
Entrepreneurship is a heterogeneous phenomenon, varying from high impact ventures to 
more mundane efforts. As a result, consistent empirical findings on the general 
mechanisms of nascent entrepreneurship which hold across the population of new 
ventures have thus far proven elusive (Samuelsson & Davidsson, 2009). Mediation 
models are ones that explicitly focus on the mechanisms that drive phenomena, relating 
the true nature of relationships between antecedents and outcomes. A model which 
explicitly conceptualises the venture creation process as mediation is potentially one such 
general specification which may hold across the heterogeneous population of venture 
creation attempts. Surprisingly, much extant research in nascent entrepreneurship has 
avoided mediation conceptualizations in their theorising (Davidsson & Gordon, 2011), or 
avoided explicit tests of implicit mediation models they outline (Honig & Karlsson, 
2004). However, this deficiency has recently started to be redressed (Patel & Fiet, 2009; 
Dimov, 2010; Edelman & Yli-Renko, 2010). Mediation models are designed to explicate 
“processes that intervene between input and output” (Baron & Kenny, 1986: 1176). In 
this case, important inputs to the venture creation process are conceptualized to be the HC 
& SC available to the venture. The output of the venture creation process is the 
conclusion of a venture creation effort as a newly constructed business. Finally the 
process that intervenes between input and output is conceptualized to be the actions taken 
toward venture creation. The clear advantage of a mediation model for venture creation 
action is the fact that it coincides with an obvious causal mechanism. The remainder of 
this discussion explores this causal mechanism. The relationships between HC & SC, and 
action as part of the venture creation process are embodied in the following conceptual 
model, see Figure 1. The paper now turns to a fuller discussion of the linkages within this 
model. 
It stands to reason that the more active a venture creation attempt is, the more likely it 
will be successful. Of course the opposite is most certainly true: those venture creation 
attempts that do nothing, achieve nothing. As a venture creation process plays out more 
action is taken (Reynolds & Miller, 1992), as is the case that the more action taken, the 
more venture creation is progressed. While this indeed may be an accurate description of 
what occurs, it remains an approximation of an ultimate outcome, and logically deficient 
one. As a result this study argues that a more parsimonious conceptualization of venture 
creation action is as a medium, rather than an end in itself. In this, venture creation action 
may be seen as something that is conducted on the way to venture creation. Venture 
creation action is the conductor of the entrepreneur’s goal of creating a venture. 
Venture creation action drives venture creation outcomes. 
Certain individual venture creation actions have been found to facilitate improved 
outcomes. For example, Liao and Gartner (2006) found that business planning has a 
positive effect on persistence, as did others (Delmar & Shane, 2003; Honig & Karlsson, 
2004). There is also a cumulative effect of venture creation action. Moreover, it is less 
than ideal to focus on the presence or absence of a few venture creation actions, 
especially if proposed to be of influence across a diverse population of nascent ventures. 
Rather, the holistic weight of venture creation action is likely a far stronger predictor of 
venture outcomes. However, particular individual venture creation activities themselves 
promote more action overall, for example – business planning or establishment of a legal 
entity (Delmar & Shane, 2004). Therefore, it is also the case that the more active a 
venture creation effort is the more active it will be (Davidsson & Honig, 2003). This 
suggests that if more of these activities are engaged ‘together’ the likelihood of venture 
emergence is increased. In other words, it is overall action which is important. This 
observation may be considered trivial in nature, or a truism that requires no empirical 
confirmation. However, it may also be the case that general observations such as this are 
ones more likely to hold across heterogeneous random samples of the myriad population 
of nascent ventures. 
It should also be the case that action itself be a strong driver of venture outcomes, over 
and above many other predictors. Some research has highlighted this very notion. For 
example, Ruef (2005) found “the initial resource base of entrepreneurs has no significant 
effect on the operational start-up or social organization of a new venture, but subsequent 
resource mobilization events accelerate these start-up activities considerably”. Effectively 
action corresponds to the investment of resources, such as HC & SC. In all, the actions a 
nascent organization takes are more important than its resource characteristics, such as 
HC, in explaining organizational emergence (Tornikoski & Newbert, 2007). As a result 
the following hypothesis is proposed:  
Hypothesis 1: More active venture creation attempts have improved venture creation 
outcomes. 
Both human and social capital are considered essential resources upon which a venture 
may draw on during its formation (Davidsson & Honig, 2003). In a nutshell these refer to 
‘what’ the venture team knows (HC) and ‘who’ the venture team knows (SC). HC refers 
to the knowledge and skills an individual possesses as developed through education and 
experience (Becker, 1993). McMullen and Shepherd (2006) propose that HC differences 
in the form of prior knowledge will lead to different perceptions in uncertainty and 
therefore affect entrepreneurial action. Further, HC should provide a “superior ability in 
successfully exploiting opportunities” (Davidsson & Honig, 2003: 305). This ‘superior 
ability’ and ‘perception of uncertainty’ therefore endow a capacity to affect venture 
creation. Nascent entrepreneurs who possess higher levels of HC in the form of prior 
start-up experience exhibit increased confidence in their current venture, their actions and 
the unfolding promise of their ideas (Dimov, 2010). HC allows allocation of effort to be 
more efficiently made elsewhere during venture creation, and provides a beneficial 
increase in the capacity for action. This effect has been confirmed empirically, where 
those who had prior experience or business education were more active during venture 
creation (Davidsson & Honig, 2003). At a minimum, higher HC is related to venture 
survival (Bates, 1990; Cooper, Gimeno-Gascon, & Woo, 1994) even considered a 
prerequisite (Brüderl, Preisendorfer, & Ziegler, 1992). While a venture persists it may act, 
should the venture possess enhanced HC it is more likely to.  
Human and social capital facilitators of venture creation action. 
Higher levels of HC allow the venture to be more active, and the ventures attempted by 
those who possess greater HC may necessitate this increased action. These effects are 
likely to be cumulative given that ventures accessing increased HC are often more 
ambitious efforts. In turn, more ambitious, innovative or higher technology ventures 
likely require more action around planning (Liao & Welsch, 2008) and intellectual 
property protection (van Gelderen, Thurik, & Bosma, 2005). Those entrepreneurs with 
prior experience have been found to be more likely to engage in other activities, like 
marketing and gathering input resources (Delmar & Shane, 2004). Further, HC intensive 
ventures will require more action overall in order to proceed (Liao & Welsch, 2008; 
Samuelsson & Davidsson, 2009). Therefore, HC provides both the capacity and necessity 
for increased action in venture creation. 
Hypothesis 2a: Ventures with access to higher levels of human capital are more active in 
venture creation. 
Although distinct from HC, SC is an associated construct (Coleman, 1990). SC relates to 
the support, knowledge, information and other resources available to the entrepreneur as 
mediated by social exchange (Nahapiet & Ghoshal, 1998). At its simplest SC may just 
involve the exchange of information, through to relationships which a far richer, 
exchanging effort for mutual benefit (Uzzi, 1996). However, in this research I take a 
broad definition of SC stating that it is the ability to work with and through others. SC is 
also theorised to drive entrepreneurial action, for instance role models are deemed 
important, as is the encouragement of family members. The empirical evidence confirms 
that this is the case. Davidsson and Honig (2003) found that for nascent entrepreneurs the 
presence of strong tie SC influenced their level of perseverance in pursuit of their venture 
formation ambition. Further, those ventures that drew on the encouragement of role 
models, or participated in a team start-up were found to be more active in their venture 
creation attempt (Davidsson & Honig, 2003). Strong ties have also been found to have a 
positive effect on firm survival (Birley, 1985; Brüderl & Preisendörfer, 1998). Patel and 
Fiet (2009) found that intensity of SC facilitates venture creation, through the 
accumulation of venture creation action. 
In all, increased SC should allow the venture to achieve more, by being more active. SC 
may even necessitate that this is the case. For example, ventures that draw on increased 
SC are likely to require more effort be placed into coordinating these socially mediated 
resources. In this case governance of intra and inter venture relationships becomes 
important. These ventures are more likely to expend action toward the retention of a legal 
and perhaps financial advisor. Team ventures, for instance, will more likely be required to 
formally prepare ownership documentation. Further ventures with access to higher levels 
of SC may make effort to access particular resources through these channels, and as such 
are likely more active in resource gathering that benefits from social mediation. In 
addition, there is a likely cumulative effect if each of these individual actions is more 
likely in ventures with increased SC; these ventures are more likely more active overall. 
Hypothesis 2b: Ventures with access to higher levels of social capital are more active in 
venture creation. 
The premise of the discussion thus far is that action in the process of venture creation is 
what converts the resources available to the venture, such as HC & SC, into a successful 
outcome. The preceding elaboration suggested that ventures with access to more capital 
are more active, and further that more active ventures are more successful. The result of 
this theorising suggests that HC & SC will have an indirect effect upon venture creation 
mediated through action. Although prior research has not explicitly advanced the idea that 
action be the specific medium directing capital effects on outcomes, indirect effects have 
been identified in entrepreneurship research. For example, HC has been shown to have 
strong indirect effects on venture survival (Brüderl et al., 1992). The concept that 
resource effects on outcomes need be mediated in some way has also been previously 
reported, where the “mechanism through which entrepreneurial experience can affect 
venture emergence may be not only direct and linear, but also indirect” (Dimov, 2010: 
1131). In this case Dimov (2010) posits the mechanism through which HC affects venture 
emergence is opportunity confidence. It could be argued that opportunity confidence and 
venture creation action are related as the former is something that should increase the 
likelihood of the latter. Although mediation relationships may be more complex than 
suggested here, as another step in gathering evidence on the mechanisms of venture 
creation, and drawing on the preceding elaboration it is suggested that venture creation 
action should, perhaps, be the most important, or even the most obvious, mechanism. 
Thus: 
Venture creation action mediates human and social capital effects on venture outcomes. 
Hypothesis 3: The effect of human (H3a) and social capital (H3b) on venture creation 
outcomes is mediated by venture creation action. 
Method 
Hypotheses were tested using data collected as part of the Comprehensive Australian 
Study of Entrepreneurial Emergence (CAUSEE) (Davidsson, Steffens, & Gordon, 2008). 
CAUSEE is a panel-study of venture creation attempts as they unfold. Participants were 
drawn from a random sample of 493 nascent ventures. That is, at recruitment the nascent 
ventures were ongoing but not yet fully active in the market. The data used in this 
research were from those who had participated in two annual interviews. There were no 
biases introduced by sample attrition. No difference was evident in HC (F = 2.27, p = 
.132), SC (F = 0.01, p = .917), and action at recruitment for ongoing respondents (F = 
0.51, p = .476). Responses to questions about the completion and timing of thirty possible 
venture creation activities were used to measure the level of venture creation action. The 
timing information was used to construct a coherent time-slice of the venture creation 
process, from first action until first sales, and ensure that the action mediator variable 
occurred prior to the venture outcome. The first interview captured information on 
characteristics of the venture and the HC & SC resources available to it, while the second 
interview, one year later, assessed venture creation outcomes. The remainder of this 
section gives further details on the variables measured, the analytical approach adopted. 
A trichotomous dependent variable (DV) was used to measure the outcome for the 
venture creation attempt, as is the case with other research on nascent venture creation 
(Davidsson & Gordon, 2011). The three levels of the DV indicate whether a) the attempt 
has been terminated and no longer actively being pursued b) the attempt had reached a 
certain threshold of performance that could be considered operational by having 
maintained consistent sales in the market for six of the previous twelve months or c) that 
the attempt has not yet resolved to either of these states, and thus remains ongoing (short 
hand label: “still tyring”). The outcome variable was measured during the second year of 
data collection and therefore is temporally separated from both control and independent 
variables which were measured in the first year, or prior to sales being made. 
Dependent variables: Venture creation attempt outcome. 
It is important to note that both the HC & SC variables are operationalised at the venture 
level. That is, aspects of HC are summed across all members of the start-up team, and SC 
is assessed of socially mediated resources for the venture. Not assessing the ventures’ 
entire pool of resources, or using an individual level construct when it is not appropriate, 
has been a limitation of some prior research and potentially lead to weaker results 
(Davidsson & Gordon, 2011). HC was measured as a formative index of nine 
presence/absence indicators of general and specific HC (see ), capturing directly 
applicable skills and experience. While SC was measured as a formative index of seven 
presence/absence indicators of socially mediated resources to be drawn upon (see ). 
Independent variables: Human capital, social capital and venture creation action 
As noted by Bird and Schjoedt (2009) in studying entrepreneurial behaviour it is 
important to focus on just that, by operationalising observable tasks or activities; rather 
than what outcomes entrepreneurial behaviour may facilitate (Davidsson, 2004). 
Importantly therefore the venture creation action measure was restricted to those over 
which the nascent venture has full discretion as to their completion or not. The venture 
creation action variable was then constructed from the responses to questions regarding 
the completion of thirty typical venture creation actions (Davidsson & Gordon, 2011). A 
summary of these actions is found in Table 2. The resulting ‘action’ variable is formed by 
the sum of all actions that had been completed from the first action until the time of first 
sales. 
In order to control for competing explanations of nascent venture creation outcomes, and 
the process towards it, it is necessary to include variables which may be influential on 
both. Previous research has highlighted many coincident causes for venture creation 
outcomes and process variation, as a result I include covariates which account for 
variation in the type of venture (Liao & Welsch, 2008; Samuelsson & Davidsson, 2009) 
[14 variables: regional location; nine industry dummies; independent business dummy; 
product dummy; high technology dummy; and venture novelty] variation in aspiration 
(Cassar, 2007; Brush, Edelman, & Manolova, 2008) [3 variables: growth focus; online 
sales dummy; and international sales aspiration], variation in the process (Alsos & 
Kolvereid, 1998; Delmar & Shane, 2003; Liao, Welsch, & Tan, 2005; Newbert, 2005) [1 
variable: perceived process length], time of entry into the sample (Lichtenstein, Carter, 
Dooley, & Gartner, 2007) [1 variable: years in process], and the level of effort applied to 
venture creation (Carter, Gartner, & Reynolds, 1996; Edelman & Yli-Renko, 2010) [2 
variables: full-time start-up effort and concurrent businesses dummies]. 
Control variables: Venture type, aspiration, process and effort. 
Hierarchical multivariate multinomial regression was the main statistical technique used 
to test the preceding hypotheses that focused on venture creation outcome DVs. For the 
test of independent HC & SC variables on the venture creation action mediator 
hierarchical multivariate linear regression was used. Finally, the mediation effects for the 
complete model were tested using coefficient corrected bootstrap resample analyses. 
These bootstrap analyses were conducted using logistic regression models to compare all 
three two-way outcome DV comparisons. This robust analysis is statistically equivalent to 
the Baron & Kenny (1986) proceedure for establishing mediation. Importantly, when 
testing mediation models that include a categorical dependant variable, preceded by a 
linear mediator the regression coefficients must be corrected. This is because the linear 
and logistic specifications are based on different models (Winship & Mare, 1984; 
MacKinnon & Dwyer, 1993), and further, that uncorrected coefficients underestimate the 
resulting effects. 
Analytical approach 
Results 
The support for hypothesis 1 is clear. This hypothesis proposed that more active venture 
creation attempts more likely derive better venture creation outcomes, and results of 
regression analyses (see Table 3) are significant (Δχ2
Figure 2
 = 29.377, p < .001), and positive. 
Action prior to the time of first sales has a stronger effect on becoming operational (b = 
0.137, z = 5.19, p < .001), than on remaining still trying (b = 0.098, z = 3.58, p < .001), 
when both are compared with termination. This differential effect is illustrated in a graph 
of predicted venture outcomes, see . Examining the average marginal effect, the 
data suggests that for each incremental venture creation action taken a venture attempt is 
2.1% more likely to become operational, 0.04% more likely to remain still trying, and 
2.2% less likely to terminate. While this marginal effect may be small in isolation, in 
aggregate the effect on venture creation outcomes is substantial. Therefore there is 
adequate evidence to accept H1. 
Hypothesis 2 stated that that increased human (H2a) and SC (H2b) were associated with 
increased venture creation action. Hierarchical linear regression analyses (see Table 4) 
provides support for accepting both of these sub-hypotheses. HC significantly predicts 
venture creation action over and above covariates (ΔR2 = .010, ΔF = 6.687). For ventures 
with access to increased HC results show that they are more active (b = 0.395, t = 2.59, p 
= .010), therefore H2a is supported. Similarly, SC improves model prediction (ΔR2
A final set of hypotheses predicted that venture creation action was the medium of 
transmission for human (H3a) and SC (H3b) effects on venture creation. A number of 
previously reported analyses establish evidence in support of this hypothesis. Firstly, 
increased HC & SC is more likely associated with increased venture creation activity (see 
Table 4). Secondly, increased venture creation action is more likely associated with 
improved venture creation outcomes (see Table 3 – Model III). Thirdly, human and SC 
are limited drivers of venture creation outcomes (see Table 3 – Model II). Fourthly, the 
effect of HC & SC on venture creation outcomes is reduced in the presence of venture 
creation action (see Table 3 – Models II & III). Further evidence of mediation effects are 
provided in Table 5, which reports results for bias-corrected bootstrap analyses of direct 
and indirect effects of HC & SC on venture creation outcomes. 
 = 
.019, ΔF = 5.734) and is positively associated with venture creation action (b = 0.475, t = 
2.39, p = .017), therefore H2b is also supported. 
These bootstrap analyses provide evidence in support of the hypothesised mediation 
effect. Both human (b = 0.056, z = 2.72, p = .006) and SC (b = 0.040, z = 2.25, p = .025) 
have an indirect effect upon the venture remaining still trying rather than terminating, 
with 27% and 28% of their total effect being mediated, respectively. Contrasting ventures 
that either become operational as opposed to terminating, human (b = 0.081, z = 3.12, p = 
.002) and SC (b = 0.088, z = 3.61, p < .001) again exhibit an indirect effect through 
action. For HC this medation effect is complete with 162% of the total effect being 
mediated, while SC exhibits partial medation at 54%. Further, it should be noted that 
some indirect effects are present in the absence of direct or total effects for HC or SC. 
This serves to highlight the critical importance of mediation modelling in this case, and is 
consistent with action being the transmission mechanism through which venture creation 
is facilitated. Given the consistent indirect effects for both HC & SC, both H3a and H3b 
may be accepted. 
Discussion 
This study empirically examined a dimension of the venture creation process by focusing 
on the actions that constitute it. This was conducted by first developing a conceptual 
model of venture creation that extended current knowledge to include action as the 
specific mediator between resources and outcomes. Panel data on nascent ventures was 
then used to test this model. Firstly, by isolating the antecedent venture attributes that 
drive action, and secondly by determining how these actions serve as the mechanism by 
which ventures are created. The results of this study add to other nascent entrepreneurship 
research (Davidsson & Gordon, 2011) where mixed findings on the direct effect of HC 
and SC on venture creation outcomes have been identified. HC was found to discriminate 
terminated ventures from those that remain yet to have made consistent sales in the 
market. Further, in comparing these operating ventures with those which remain still 
trying, HC has a negative effect. Taken together these results suggest that HC may be 
interpreted as something that extends venture creation processes, at least until first sales. 
SC on the other hand is marginally more beneficial. In this case SC exhibits a direct effect 
upon becoming operational when compared with termination. 
Turning to venture creation action, the results in this respect were very clear – action 
promotes beneficial outcomes. Less active venture creation attempts are more likely to 
terminate, while more active ventures were both more likely to persist in the process, as 
well as become operational. However, no significant differences were found between 
ventures that had become operational when compared with those still trying. This result is 
difficult to interpret since many attempts will rightly still be in progress. In effect, these 
maybe be considered censored cases. Clear results were also evident for the indirect role 
that action plays in transmitting HC & SC effects. In the first instance, ventures with high 
levels of HC & SC were significantly more active than those in possession of less of these 
resource endowments. Coupled with the effect observed for action upon outcomes, this 
provides strong support for the link from antecedent resources to venture creation action 
and in turn to venture outcomes. Further, bootstrap tests of mediation effects confirm 
these indirect effects hold. In this respect, HC & SC exhibit indirect effects through action 
in predicting terminated ventures from those that remain still trying, or operational. In the 
absence of direct effects, this provides evidence beyond that for the action mediator to 
suggest that alternate omitted mediators are unlikely (Zhao, Lynch, & Chen, 2010). 
In all, this evidence provides support for the conceptual model as proposed. This has 
implications for nascent entrepreneurship theory and conduct. Firstly with regards to 
theory, HC & SC effects must not be considered in isolation as predictors of venture 
creation outcomes. To do so is theoretically insufficient. Secondly, venture creation 
action is best conceptualized as a mediating variable rather than a dependant variable. 
Although the action conceptual model tested here confirms that action is a proxy for 
outcomes, it is not a substitute. Analyses which consider action alone as ultimate 
dependant are less satisfactory. Thirdly, action drivers of positive outcomes coincide with 
those of persistence. The implication for HC & SC theories is also clear. Static forms of 
these resources are incomplete. Research that considers HC & SC in this manner likely 
under estimates their true effect, if transferral mechanisms are not accounted for. 
So, while venture attributes, and resources at hand, themselves may be influential to 
success this is of little actionable assistance to practitioners. For example it is unhelpful to 
say to the prospective first time entrepreneur “you’ll be more successful if you have prior 
experience in firm start-ups”. This research attempts to close this relevance gap by 
addressing what action might be required for venture creation. Overall, the advice is clear, 
that being active is vital to successful venture creation. More active venture attempts are 
more likely to be more successful. This suggests pedagogy which emphasises action over 
planning may be more effective in equiping nascent entrepreneurs for success. 
Finally, this research has some recognised limitations. This study only had access to one 
follow-up year of the panel data, thus a large number of venture creation attempts remain 
still-trying. Therefore it is impossible to conclusively disentangle drivers of continuance 
or extended processes from success. The results, so far, however strongly support the 
notion that action distinguishes those ventures that become operational from those that do 
not. In addition, the results for the ‘still trying’ cases also concur with the theorised 
relationships in terms of their direction, and also in their effect. 
Conclusion 
Clearly, what entrepreneurs do is of interest to both scholars and practitioners’ alike. Thus 
the results of this research are important since it offers both a parsimonious theoretical 
model for nascent entrepreneurial action, and a practical mechanism for those attempting 
entrepreneurship. The findings of this research are that action is the mechanism by which 
new ventures are created. Ventures with higher levels of human or social capital tend to 
be more active in venture creation. In turn, more active venture attempts are more likely 
to achieve improved results. However, this also his suggests that ventures less endowed 
with access to HC & SC, may be able to compensate for this deficiency by actively 
engaging in their venture creation. 
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 Figure 1: Mediation model for venture creation as a function of action. 
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Table 1: HC & SC indicators used to form variables. 
Human capital Social capital 
Prior start-up ownership Team venture 
Industry experience Joined trade or professional association 
Prior start-up employment Government assistance for venture 
Venture specific business classes Online business community 
Administrative experience Business networking group 
Management experience in large corporation Parental entrepreneur 
Vocational diploma/trade qualification External non-owner helpers 
University degree qualification  
Higher degree qualification  
Table 2: Individual venture creation actions used to construct the action variable. 
Venture creation actions 
Started thinking about business Decided location for business Registered for payroll tax 
Began product development Established legal form Sought outside funding 
Developed proprietary technology Signed ownership agreement Established supplier credit 
Commenced customer discussions Began marketing Hired employee 
Collected competitor information Applied for IP protection Opened bank account 
Defined market opportunities Leased major facilties Invested own money 
Produced financial projections Purchased inventory Retained an accountant 
Determined regulations Purchased liability insurance Retained a lawyer 
Began developing business plan Registered business number Made business contactable 
Registered business name Registered for GST Created business website 
 Table 3: Multinomial logistic regression models of venture creation action until first 
sales, HC & SC on venture outcome. 
Independent 
variables 
Model I Model II Model III 
Try Sales Try Sales Try Sales 
Constant 0.237 1.008 0.075** 0.625 0.036** 0.250 
  (0.21) (0.80) (0.08) (0.55) (0.04) (0.23) 
Regional location 0.695 1.099 0.776 1.114 0.814 1.173 
  (0.19) (0.28) (0.22) (0.29) (0.23) (0.31) 
Indep. business 2.873** 1.157 2.974** 1.154 3.278** 1.313 
  (1.04) (0.34) (1.10) (0.34) (1.24) (0.41) 
Product based 0.753 0.553† 0.769 0.536† 0.777 0.570 
  (0.26) (0.18) (0.27) (0.18) (0.28) (0.20) 
Venture novelty 1.008 0.920 0.996 0.912 1.013 0.933 
  (0.06) (0.05) (0.06) (0.05) (0.06) (0.05) 
High technology 1.582 0.879 1.547 0.860 1.497 0.832 
  (0.48) (0.26) (0.48) (0.26) (0.47) (0.26) 
Brick & mortar 1.078 1.778* 1.127 1.878* 1.101 1.800* 
  (0.30) (0.46) (0.32) (0.50) (0.32) (0.49) 
Growth focus 1.582 0.924 1.708 0.957 1.573 0.852 
  (0.51) (0.30) (0.56) (0.31) (0.53) (0.29) 
International asp. 1.005 0.999 1.004 0.998 1.004 0.998 
  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 
Years active 1.054† 1.027 1.048 1.022 1.056† 1.031 
  (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) 
Perceived process 1.019 0.998 1.017 0.985 0.991 0.942 
  (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) 
Concurrent venture 1.01 1.122 0.810 0.978 0.71 0.812 
  (0.30) (0.30) (0.25) (0.28) (0.23) (0.24) 
Full-time effort 2.716** 4.769*** 2.673** 4.466*** 2.304* 3.546*** 
  (0.86) (1.42) (0.86) (1.34) (0.76) (1.11) 
Human capital     1.229* 1.056 1.198* 1.012 
      (0.10) (0.08) (0.10) (0.08) 
Social capital     1.056 1.258* 1.039 1.237† 
      (0.12) (0.13) (0.12) (0.14) 
Action         1.102*** 1.147*** 
          (0.03) (0.03) 
Model Χ   2 121.299*** 134.021*** 163.397*** 
Log likelihood   -452.946   -446.585   -431.897 
Cox & Snell R   2 0.223   0.243   0.288 
Nagelkerke R   2 0.253   0.276   0.327 
ModelΔ Χ   2     12.721*   29.377*** 
Note: Contrasts still trying [Try] and becoming operational (consistent sales) [Sales] outcomes against base 
outcome of terminating the venture creation attempt [Term]; n = 481; Industry dummy variables included in all 
regressions; Regression parameters expressed as odds ratios, standard error in brackets(); † p < 0.1; * p < 0.05; 
** p < 0.01; *** p < 0.001; Two-tailed significance test used for hypotheses tests. 
 Table 4: Linear regression models of HC & SC on venture creation action. 
Independent 
variables 
Action to first sales 
Model I Model II Model III 
Constant 13.697*** 11.656*** 12.808*** 
  (1.17) (1.41) (1.22) 
Regional location -1.063* -0.868† -1.061* 
  (0.52) (0.52) (0.51) 
Indep. business -0.932 -0.893 -0.913 
  (0.64) (0.63) (0.63) 
Product based -0.537 -0.510 -0.658 
  (0.66) (0.66) (0.66) 
Venture novelty -0.146 -0.162 -0.161 
  (0.11) (0.11) (0.11) 
High technology 0.569 0.498 0.516 
  (0.59) (0.58) (0.58) 
Brick & mortar 0.622 0.668 0.682 
  (0.54) (0.54) (0.54) 
Growth focus 1.328* 1.472* 1.358* 
  (0.62) (0.62) (0.61) 
International asp. 0.004 0.002 0.002 
  (0.01) (0.01) (0.01) 
Years active -0.032 -0.044 -0.039 
  (0.05) (0.05) (0.05) 
Concurrent ventures 2.239*** 1.859*** 2.057*** 
  (0.54) (0.56) (0.55) 
Full-time effort 2.917*** 2.891*** 2.732*** 
  (0.53) (0.53) (0.53) 
Human capital   0.395*   
    (0.15)   
Social capital     0.475* 
      (0.20) 
R 0.169*** 2 0.181*** 0.179*** 
F 4.683 4.833 4.779 
Adj R 0.133 
2 0.144 0.142 
ΔR   2 0.010* 0.019* 
ΔF   6.687 5.734 
Note: n = 481; Industry dummy variables included in all regressions; 
Standard error in brackets(); † p < 0.1; * p < 0.05; ** p < 0.01; *** p < 
0.001; Two-tailed significance test used for hypotheses tests. 
 Figure 2: Modelled venture outcome contrasts for action until first sales. 
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Table 5: Bootstrapped direct and indirect effects for human capital and social capital on 
different venture creation outcome contrasts. 
Effect & outcome 
contrast Human capital Social capital 
Still trying vs Terminated (n = 292) 
Indirect effect 0.056** 0.040* 
  (0.02) (0.02) 
Direct effect 0.152* 0.100 
  (0.06) (0.07) 
Total effect 0.208** 0.140* 
  (0.06) (0.07) 
Operational vs Terminated (n = 340) 
Indirect effect 0.081** 0.088*** 
  (0.03) (0.02) 
Direct effect -0.031 0.077 
  (0.06) (0.06) 
Total effect 0.050 0.165** 
  (0.07) (0.06) 
Operational vs Still trying (n = 370) 
Indirect effect 0.015 0.012 
  (0.01) (0.01) 
Direct effect -0.178** 0.015 
  (0.06) (0.06) 
Total effect -0.162** 0.026 
  (0.06) (0.06) 
Note: Bias corrected, standardized effect sizes based on 1000 bootstrap sample 
redraws; Two-tailed significance tests; † p < 0.10; * p < 0.05; ** p < 0.01;*** p < 
0.001; Proportion of effect mediated is given by the ratio of indirect to total effect. 
Table 6: Research Variables – Descriptive Statistics and Correlations 
 Variable M SD 1 2 3 4 5 6 7 8 9 10 11 1 Terminated 0.28 0.45 1                     
2 Still trying 0.31 0.46 -0.42* 1                   
3 Operational 0.44 0.50 -0.41* -0.59* 1                 
4 Regional 0.51 0.50 0.00 -0.13*  0.10* 1               
5 Indep. business. 0.81 0.40 -0.15*  0.14* -0.07 -0.04 1             
6 Product based 0.39 0.49  0.11*  0.02 -0.09*  0.08 -0.04 1           
7 Venture novelty 3.85 2.46 -0.04  0.15* -0.13* -0.10*  0.01  0.05 1         
8 High technology 0.31 0.46 -0.09  0.18* -0.12* -0.11* -0.05 -0.05  0.25* 1       
9 Brick & mortar 0.50 0.50 -0.05 -0.14*  0.19*  0.13* -0.06 -0.11* -0.18* -0.14* 1     
10 Growth focus 0.26 0.44 -0.05  0.20* -0.14* -0.13*  0.01  0.10*  0.18*  0.17* -0.18* 1   
11 International asp. 51.16 35.57 -0.05  0.17* -0.14*  0.02  0.01  0.24*  0.18*  0.20* -0.29*  0.20* 1 
12 Years active 3.34 4.70 -0.08  0.09* -0.03  0.02 -0.03  0.10*  0.08  0.04  0.00 -0.02  0.14* 
13 Perceived process 16.51 3.65 -0.04  0.11* -0.07 -0.16* -0.01  0.03  0.26*  0.16* -0.11*  0.21*  0.16* 
14 Concurrent venture 0.35 0.48  0.02  0.03 -0.01 -0.08 -0.10*  0.08  0.06  0.09 -0.06  0.19*  0.15* 
15 Full-time effort 0.37 0.48 -0.24*  0.05  0.17*  0.00 -0.02 -0.03  0.12*  0.09*  0.02  0.12*  0.14* 
16 Human capital 5.46 1.79 -0.10*  0.16* -0.04 -0.15* -0.04 0.00  0.11*  0.11* -0.10*  0.03  0.18* 
17 Social capital 2.37 1.32 -0.12*  0.03  0.08 -0.03 -0.03  0.05  0.13*  0.10* -0.09*  0.07  0.17* 
18 Action 14.06 5.87 -0.25*  0.05  0.20* -0.09* -0.09 -0.04  0.02  0.06  0.02  0.15*  0.06 
 
  12 13 14 15 16 17 13 Perceived process -0.04 1         
14 Concurrent venture -0.07  0.14* 1       
15 Full-time effort  0.01  0.14*  0.09* 1     
16 Human capital  0.08  0.13*  0.28*  0.08 1   
17 Social capital  0.05  0.23*  0.18*  0.18*  0.27* 1 
18 Action -0.06  0.31*  0.24*  0.29*  0.19*  0.19* 
Notes: n = 493 (except for International aspiration: n = 483, and Years active: n = 491); * p < 0.05; All significance tests were 2 tailed. 
